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Annual Report to the Shareholders 


The year 1966 was, for your company, a year of 
recovery from the unfortunate results of the previous 
year. Operations for the year ended December 31, 
1966 resulted in a net profit of $363,000 which, after 
provision for preferred dividends for the period, is 
‘equivalent to 56 cents per common share. These 
results were achieved in spite of a substantial reduction 
in sales, from $12,250,000 in 1965 to $9,000,000 in 
1966. This decrease was due to a sharply reduced level 
of activity in the prestress-precast division which was 
not fully compensated for by higher sales in the other 
divisions. 


CANADIAN OPERATIONS 


The crushed stone plants at the Goyer and Dulude 
quarries at St. Bruno, Quebec, operated at capacity 
throughout the year, largely because of the pace of 
highway construction in the area in anticipation of this 
year’s opening of Expo 67 at Montreal. Despite a 
slight decline in profit margins, imposed by higher 
costs and the demand for more rigid specifications, the 
favourable consolidated results of your company owe 
much to the record sales from these quarries. 


The lime, crushed stone and agricultural lime stone 
operations at Lime Ridge, Quebec, enjoyed a moderate 
increase in sales and this, combined with successful 
efforts to keep costs under control, produced highly 
satisfactory financial results for this division. The Cal- 
Sil division, which produces high quality calcium- 
silicate bricks at a modern plant at Ville Jacques- 
Cartier, Quebec, enjoyed its most successful year to 
date and contributed a modest profit. 


The prestress-precast division of Spancrete, Limited 
had a greatly reduced sales volume, due, in the early 
part of the year, to a planned curtailing of commit- 
ments. As a result, this division did not fully parti- 
cipate in the high level of construction activity in the 
Montreal area. In the latter half of the year the 
number of new projects fell sharply, in part due to 
the tightening of credit conditions and other anti- 
inflationary measures. The reduced volume moving 
through the plant gave the management the oppor- 
tunity to introduce new controls to guarantee quality 
and to ensure profitability when demand in the 
building industry returns to a normal level. 


In spite of the cost of these innovations, as well as 
the cost of completing unfavourable contracts entered 


into in the previous year, and the inability of the low 
volume to cover the fixed costs, the division’s loss was 
sharply reduced from that of the previous year. 
Nevertheless, the deficit for the year imposed a sub- 
stantial offset to the profits of the other divisions. 


AMERICAN OPERATIONS 


The crushed stone, asphalt and ready-mix concrete 
operations at Plattsburgh, N.Y., were important con- 
tributors to the consolidated profits of your company 
thanks to a very active year and to a favourable cost 
level. The consolidation of operations which formerly 
were divided between Plattsburgh and Chazy, N.Y., 
has led to the anticipated operating efficiencies. 


Plattsburgh Construction Corp. did not achieve the 
level of profitability that a satisfactory volume of 
business indicated and this subsidiary showed a slight 
loss for the year after depreciation and write-offs. 


It may be noted that the provision for income taxes 


_in the accompanying statement of Profit and Loss 


largely represents the taxes incurred by the U.S. 
subsidiaries. 


FINANCIAL 


The net profit of your company and its subsidiaries, 
when combined with non-cash charges such as depre- 
ciation and depletion, resulted in a cash flow in 1966 
of $1,081,000. After giving effect to net capital expen- 
ditures of $179,000 and scheduled debt reduction of 
$263,000, there was a $612,000 improvement in 
working capital. 


This improvement, which is reflected in the accom- 
panying statement of Source and Application of 
Funds, resulted in working capital at December 31, 
1966 of $448,000. A primary objective of the Directors 
has been to rebuild the working capital of the company 
to a level where the resumption of dividends on the 
preferred shares can be contemplated under the terms 
of the trust indentures governing the company’s out- 
standing debenture issues. With this in mind, all capital 
expenditure programmes in 1966 received searching 
scrutiny with a view to postponing all but the most 
advisable projects. 


The same policy will prevail in 1967 when it is 
anticipated that net capital expenditures can be 
restricted to $250,000. The increase that this figure 
represents over that for 1966 reflects the impact of 
competitive forces, the need to meet certain obvious 


market opportunities and a possible reduction in 
proceeds from the sale of fixed assets. 


Assuming this net capital budget, and given the 
same level of consolidated cash flow as experienced 
last year, the Directors should be in a position to 
consider the resumption of preferred dividends to- 
wards the end of 1967. In the interval, cumulative 
dividends continue to accrue for the benefit of pre- 
ferred shareholders and, at the end of 1966, these 
amounted to $86,531, equivalent to $1.4334 for each 
534% Preferred Share of $20 Par Value and $3.75 for 
each 6% Junior Preferred Share of $50 Par Value. 


THE OUTLOOK 


The prospects for an increase in both sales and in 
earnings for the Lime Ridge division in 1967 appear to 
be good. Sales of bricks by the Cal-Sil division, on the 
other hand, were lower in first quarter of this year 
compared with that of the previous year. The strong 
growth rate in its immediate marketing area on the 
South Shore of Montreal, however, has cushioned the 
recent general decline in house building activity and 
the current easing of money for the home building 
industry should lead to recovery later this year. The 
indicated volume, combined with recently introduced 
improvements in production methods, should lead to 
improved results for the current year. 


Your company’s American operations appear 
headed for a successful year. There is evidence of 
ample business in the area, while increased investment 
in facilities and a steady improvement in production 
methods have increased your company’s competitive 
position and this should lead to an increased share 
of the market. 


Less encouraging is the outlook for crushed stone 
sales in the area served by your company’s quarries at 
St. Bruno, when compared with last year’s high vol- 
ume. Now that highway projects related to Expo 67 


are completed, future growth will be more dependent 
upon the development of the area as an important 
part of Metropolitan Montreal. 


In the meantime, steps have been taken to contain 
both direct and overhead costs in order to ensure a 
reasonable measure of profitability in the coming year. 


Progress in the prestress-precast concrete division 
of Spancrete, Limited probably represents the most 
important single factor in forecasting consolidated 
results. Its loss last year was greatly reduced from 
1965 and your Directors feel that there is a good po- 
tential for profit contribution in the long run. During 
the first quarter of the current fiscal year, volume has 
not been sufficient to cover the fixed costs but, despite 
lower sales than hoped for, the division is presently 
operating close to break-even on a cash flow basis. 
More important, a high quality product is being 
manufactured in the plant, resulting in increased 
customer acceptance. 


In the longer term, the fundamental advantages of 
prestress concrete units in a wide range of applica- 
tions, the attractiveness of precast concrete building 
surfaces, and the growth trend in the marketing area 
served by this major division, present an encouraging 
future. 


ACKNOWLEDGMENT 


The favourable results for 1966 amply justify the 
Directors’ confidence in the abilities and loyalties of 
the officers and employees of the company. The 
support which their performance has generated among 
the company’s customers and suppliers is greatly 
appreciated. 


On behalf of the board, 


(Sgd.) F. RONALD GRAHAM, President 
March 28, 1967 


DOMINION LIME LTiDD. 


AND SUBSIDIARY COMPANIES 


(Incorporated under the Quebec Companies Act) 


ASSETS 
CURRENT 1966 1965 
Cash on hand andiin bank. ....e.ccceah ts cases seense cee ee ene 232,806 52,089 
Accounts receivable—Tradey...ccsee- eee ee 1,904,407 3,279 ,685 
‘Taxes on income recoverable (Note 1) 2. ee cee 107,989 I2Z3 279 
Inventories—Finished product (at the lower of cost 
ornet realizable:value). a. ee ce eee 238,010 287 ,673 
—Workin process (NOte@ ane ee 288 ,697 234 ,981 
—=Supplies (at COst). San. pene aa ee ee 351,042 413,669 
Prepaid EXPenSes sj joscsccs<.<cae,saeccisneascacseece tes <cen eeee aee oe ee 35,547 43,053 
3,158,498 4,434,425 
SPECIAL: REFUNDABLE TAX. 2 sessiccuocscscccai ee noen ee Sune ec ene eee 24,229 — 
FIxED—At cost 
Land and stone deposits.<....2. ee 1,375,481 
Tess: Accumulated depletion 4..,....¢-ee nee 566,227 809 , 254 891,966 
Buildings, plant and machinery... 62 eee 6,828,254 
Less Accumulatedsdepréciationay - 250 ee 3,676,348 3,151,906 3,472,863 
Mobilérequipment.4..) rn ee eee ne ee 1,666,166 
Less> Accumulated depreciation... ccs 1,210,705 455,461 565,302 
OTHER 
Excess of purchase consideration over book value of subsidiary 
company at date of acquisition... 7.05 e ee eee 161,376 161,376 
Deferred charpes 225 i.ntpe me cee cee eee 45,828 72,598 
Purchase fund for the retirement of 534% preferred shares.................. 21,785 21,785 
$7 ,828 , 337 $9,620,315 


Signed on behalf of the Board 


F, R. GRAHAM, Director 


T. A. RourKE, Director 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31 


LIABILITIES 


CURRENT 
Balt @lOatls: (SCCKIREC) metre seta ie atc oe cles atee eich an es edee aes aie wages 
Bankaloanl (eiaratteedt) pees get, cee cee ek oy eee eee es 
POLS Oayabler UNSECURED )i ce tex ree carotene) aoe ok vee 
PACCOUNIS Payable and ACCLUCC, CHAT SES ssc Se csssssacsve te /esccisseacsieuseerecsse 
IPE te POLO COMP -LEREN CCOE, ce -cren aise se ere op nays ee tewec nee eons 
La ecad INC Omen INOLCSal TANG .3 cen os caery seererstsctonsaaneeierainssanceiekan, alee 


PON Ge TERM LEBE GNOUE 4). co csatedes eee etre errant eR ce. hte one ee 
MINORITY SHAREHOLDERS’ INTEREST IN A SUBSIDIARY COMPANY................ 


SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized: 


37,500 534% Cumulative redeemable preferred shares of a 
par value of $20.00 each (Note 5) 


15,000 6% Cumulative redeemable junior preferred shares of 
a par value of $50.00 each (of which 6,300 shares 
were issued and subsequently redeemed)—(Note 5) 


600,000 Common shares of a par value of $1.00 each (Note 6) 


Issued and fully paid: 
ie IM SAO RLELCIVOR SNACES ort, tek scsicconisnetniommne res acm aae aries 
Maths ay UN ONs Dr eler Pec SU ATOS: ca terayteacn essences a -apc etna 
WE bctot hd Groat gee) igo ieiger eee seo Earn en Pret ten ene geen weer «Sor Pr 
Contributed Surplus—Per statement attached... ccceeeeeeeees 
BCC — Pet Stace meme ALAC IO ccsess caters sciy osteo hi cmshas danse seeuv enon actaudeesaniaece 
Ce AIAISUIE DUS —— Pek SLALCIMCIG UCC ICC tee hip tu cans cco aincs tn Pacttse Sve petnatntscasers 


The accompanying explanatory notes are an integral part of these financial statements . 


1966 
325 ,000 
1,200,000 
852,739 
164,456 
168,559 


2,710,754 


2,367,078 
45,065 


750,000 
435,000 
523,884 
899, 103 
(236,038) 
333,491 


$7,828,337 


1965 

764 , 200 
1,575,000 
VP oP aRe bbe) 

234,949 


41,869 


4,598,731 
2,630 ,033 
46,271 


750,000 
435,000 
523,884 
899, 103 
(596,756) 
334,049 


59,620,315 


DOMINION LIME LTD. 


CONSOLIDATED STATEMENT OF TRADING AND PROFIT AND LOSS 
YEARS ENDED DECEMBER 31 


1966 1965 

GALES i ciscuiessocensnchsadiownsieteesutalivansaebesnnalcc ete nes Wen te, Oo eee ae ne an ue ne 9,040,550 12,246,004 

COST’ OF SALES 3:3. 2sceckuceeso eee ei Ses ae ee 7,609,835 13, 0112955. 

Gross INCOME (LOSS): FROM OPERATIONS oie cette eee 1,430,715 (765,951) 
Additional charges (credits) to income: 

Interest on long-term debi. ..-e ace ee cee ee eee 183,908 167,304 

Depreciation ceiccicece tases ccwes ety odear cana lees eed ae ge 637, 386 699,511 

Depletion 255 io oiseesipncsre tans Sate eee ete ee 82,013 89,504 

Provision for (recovery of) taxes Om INCOMEC.,....-secees- caresses 165,165 (105 ,858) 

1,068 ,472 850,461 

Net INCOME (LOSS), FROM OPERATIONS 2 7..-2ac-ccecs-ceseces oreo ee 362,243 (1,616,412) 

Net income (loss) accruing to minority interest... cceeceeeseeeeees (1,108) 7,326 

INET INCOME GLOSS) FOR ‘THEY BARI 2 teresa oes ecte eeneeeeee >. 0s, 2 lente! 029.750) 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 


—1966— 

Balance at credit—Januatry 1, 1966.2.) oe 899,103 
(No change during the year) .c.c.cs- gece ee Nil 
Balance at credii—December 31,1906... --7 te ee $ 899,103 
CONSOLIDATED STATEMENT OF DEFICIT 
Balance at debit—January 17,1966... eee 596, 756 

Add: Adjustments of prior year’s taxes ON INCOME................cceceeeeeee 7,662 
Fimancinig x pense: 5 scscacsespacsedoce hae eae eee 3,181 10,843 
607,599 

Eess? Net income: for thesyeatw7 aay cee cee 363,351 
Discount on debentures redeemed during the year...................... 8,210 371,561 
Balance af debiti— December 31519664 ee ee ee $ 236,038 


CONSOLIDATED STATEMENT OF CAPITAL SURPLUS 


Balance at credit—Januaty 1, 1966... ee ee 334,049 
Less: Estimated exchange differential realizable as at January 1, 1966 
on investment in U.S. subsidiary companies...............:cccceceeeceeee 31,903 
Less: Amount actually realized during the year... eceeeeseeeee 31,345 558 
Balance at credit—December 31, 1966................cscscsssscsescsseoceeeteaceeescescacersosens $ 333,491 


The accompanying explanatory notes are an integral part of these financial statements. 


DOMINION LIME LTD. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
YEAR ENDED DECEMBER 31, 1966 


SOURCE OF FUNDS 


INGEANCOME [ORM eV CAT stern et ee type Wet ce Otis Gate: 363,351 
Less: Net loss accruing to minority interest.............. 1,108 362,243 


Charges to operations not requiring cash outlay— 


Denrcciaiomand Cepieuone sy ee 719,399 
PICCLeace mCCrel red CliATPESie seers ot aio cpsuscsases 26,770 
746,169 
Less: Gain on disposal of fixed assets.................. 26,998 719,171 1,081,414 
Proceeds Iroirk disposal Gis NKECMASSEL Sy settee nc cia cenapanctendeviveaséssnernee 51,487 
1,132,901 
APPLICATION OF FUNDS 
Additions to fixed assets 
MME STONE CED OSI Sea. 5y care 6th coon tledvncsavieinnescvs sont oaet 3,881 
Buildings, plant and machinery.................0..0.00.0000. 150,912 
DAO DIEPEC UI IM eT Cece ee sere nos oeeat levees tsvecccdesieamnetscs TD,582 230,378 
Foreign exchange adjustment arising upon realization 
DPANLEL-COM PANY MOLES AMC AC VANICES |e wacsachscsneuserwenthocnsecnteedanossanans 558 
LUTE Marba tubo Gare) ts tocnty 4. A ar 2a ee eee ae ee eae 3,181 
PRCAPeMCNt.O rc DULCHASE MONEY MMOL SADCS a. .<.c,<-:<.<.cvoweonseeceestaeveeeeen 125,455 
Redemption of 614% sinking fund 
CGODENLUTES—SETIES. A see osctcvdeccicieonentcovsteswusvevaces steels 58 , 360 
sada ce) Wee al 8 acacia eed anid he 25,000 
tet ee CARE” o peoep e  Re e 45,930 129,290 
SPOCIAL ET UIC ALG, CAN meneey RRR rse A cadence veered Sreanan tea sneak Te lasvarackeees 24,229 
Adjustments of prior years’ taxes on income including amounts 
PDAR OCCU TIMIMMONILY FILET OCS Late e ree Aico mieten eteteroa ee ceres ee cnc 7,760 520,851 
TMC RE RSEIINI- VW OR GANG: COAPITAD occas ee tia vipcactnn sakicuiionnrstee ence aan lobes sé 612,050 
WORKING CAPITAL (DEFICIENCY) AS AT JANUARY 1, 1966........0.00:ccee (164, 306) 
WORKING CAPITAL AS AT) DECEMBER (3.15 11966) ip scdcie fic. sctheats Seberdevlcescessoneed $ 447,744 


The accompanying explanatory notes are an integral part of these financial statements. 


Subject to acceptance by the respective taxing authorities. 


2. Valued on the contracts-in-process method, whereby the 
profit or loss on the estimated portion of work completed to 
date has been reflected in the income account, and is con- 
sistent with the basis of valuation employed in previous 
years. 


. By reason of previously incurred losses carried forward, for 
purposes of taxes on income the company has deferred 
claiming capital cost allowances totalling $551,014. The 
amount of depreciation and depletion recorded in the 
accounts for the year exceeds that claimed for income tax 
purposes by $472,238. 


. LONG-TERM DEBT 


Due 
within 
Gross one year Net 
614% Sinking fund 
debentures Series 
SAN GONE IEPA gace 938,500 1,000 937,500 
614% Sinking fund 
debentures Series 
SB due 19832 en. 425,000 25,000 400,000 
614% Sinking fund 
debentures Series 
MEY CUE ICKB oan Sis(Ci0 13,000 950,000 
Purchase money 
mortgages (secured) 
6%o due 1967 eel. 90,000 90,000 — 
6% due 1967 and 
LOGS: teveerete cterersre 44,000 24,000 20,000 
6% due 1967 to 
1969 inclusive... 23,367 7,789 15,578 
6% due 1967 to 
1979 inclusive... 47, 667 3,667 44,000 
$2,531,534 $164,456 $2,367,078 


5. Dividends in arrears as at December 31, 1966 were as 
follows: 
534 Va brelemmedsnaresessrareree 
6% Junior preferred shares...... 


53,906 


32,625 $86,531 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1966 


6. 37,530 Unissued common shares are reserved for possible 


10. 


11. 


issuance against an equivalent number of outstanding 
warrants at a price of:— 
$8 per share if exercised on or before February 1, 1968 
$10 per share if exercised thereafter and on or before 
February 1, 1972. 


. The trust agreements pursuant to which the 614% sinking 


fund debentures series “‘A’’, ““B” and “C” are issued con- 
tain provisions preventing the payments of any cash divi- 
dends or redemption of preferred stock by the company 
which would have the effect of reducing the consolidated 
net current assets (as therein defined) below $750,000 or 
reducing the aggregate of the capital stock and all con- 
solidated surpluses below $4,000,000 except that cash 
dividends may be paid on the presently authorized pre- 
ferred shares provided that this does not reduce the con- 
solidated net current assets below $750,000 or the aggregate 
of the capital stock and all consolidated surpluses below 
$2,580,000. 

Annual equipment rentals including provincial sales taxes 
where applicable under long term leases in effect as at De- 
cember 31, 1966, for each of the periods shown below are 
as follows:— 


I Mieconaoon sbiecoososoc 210,758 
Moons pacocoos0ooNe 211,493 
1 GO erase evel eterere oitenerst = 205,581 
1951 O Fetorsverexcteteeyetmiorchersrecers 151,495 
7M creroleteratare(etetettertestetets 128 ,393 


No provision has been made in the accounts for a legal 
suit instituted in 1965 against a subsidiary company in the 
amount of $300,000 for alleged damages resulting from sus- 
pension of deliveries on a contract for a total amount of 
$32,000. On the other hand, the subsidiary company had 
previously registered its privilege for materials delivered 
and has since instituted action thereon. The subsidiary 
company’s solicitors believe that a satisfactory outcome 
will be achieved. 


There exists an undertaking on the part of the company to 
set aside on June 1, 1967 the amount of $25,000 as an ad- 
ditional provision for the retirement of the 534% preferred 
shares, 


Recognition has been given to the official rate of the U.S. 
Dollar relative to the Canadian dollar in consolidating the 
American subsidiaries on the basis that 92.5 cents U.S, 
equals $1.00 Canadian. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the accompanying consolidated balance sheet of Dominion Lime Ltd. and subsidiary companies 
as at December 31, 1966 and the consolidated statements of income and surplus (deficit) and source and application of 
funds for the year then ended and have obtained all the information and explanations which we have required. Our exam- 
ination included a general review of the accounting procedures and such tests of accounting records and other supporting 


evidence as we considered necessary in the circumstances. 


In our opinion and according to the best of our infermation and the explanations given to us and as shown by the 
books of the companies, the accompanying consolidated balance sheet and consolidated statements of income and surplus 
(deficit) and source and application of funds are properly drawn up so as to exhibit a true and correct view of the state of 
the affairs of the company and its subsidiary companies as at December 31, 1966 and the results of their operations for the 
year then ended in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 
Montreal 
March 28, 1967 


WEIR, DUNCAN & Co. 
Chartered Accountants 
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CONSOLIDATED STATEMENT OF TRADING AND PROFIT AND LOSS 


Six months ended June 30 


DOMINION LIME LTD. 0) 
and subsidiary companies 
ai AR 
[oti | 


ee rane DOMINION LIME 
Sales $3,354,738 $3,899,841 | IT'D. 
Cost of sales 3,002,874 3,532,168 et ses filiales 
Gross income from operations 351,864 367,673 
Gain on disposal of fixed assets 11,432 2,142 RAPPORT PROVISOIRE 
Compensation for disposition of property rights (net) 82,725 _ Fa aioe ess a ne 
446,021 369,815 x 
a ; ——— ———_—_— AUX DETENTEURS D’ACTIONS 
Additional charges (credits) to income: Se eg i 
L’état consolidé de profits et pertes ci- 
Interest on long-term debt 81,092 94,932 annexé, lequel est sujet a vérification 
Depreciation 300,382 295,400 comptable, indique les résultats financiers 
Depletion 39,055 48,519 de votre compagnie et de ses filiales pour 
Provision for (recovery of) taxes on income (8,932) 63,594 la pea pees abies 1967. } 
Se eer a diminution des ventes pour les six 
411,597 502,445 mois de l’année en cours, comparative- 
34.424 (132,630) ment ala période correspondante de l’an- 
i i aeap err née 1966, est surtout due a une baisse des 
Net income (loss) accruing to minority interest ee (2,011) ee a EE Vente Seiciplctiaeroncis.counast ania 
Net income (loss) for the period Semot2o0 ($ 134,359) Qué. et a un degré réduit des opérations de 
Soe See ee béton a Plattsburgh, N.Y. La réduction des 
profits de ces divisions a été compensée 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS par de meilleurs résultats obtenus par la 
Six months ended June 30 division de béton précontraint-préfabriqué 
(Spancrete), laquelle n'a subi cette année 
SOURCE OF FUNDS 1967 1966 que la moitié des pertes encourues durant 
: . la méme période de l’année précédente, et 
MELT ors less) SOP IG {HELIS : be ae 3, SELES ($ 134,359) dont les revenus extraordinaires ont été 
Less: Net income (loss) accruing to minority interest (2,811) 1,729 plus élevés. 
34,424 (132,630) Les perspectives pour la seconde moitié 
Charges to operations not requiring cash outlay 339,160 350,947 de l'année en cours sont encourageantes 
; et les résultats devraient se comparer 
Proceeds from disposal of fixed assets 83,130 19,080 Fey orablemanLaveclenivdesieo adams 
Adjustments of prior years taxes on income 3,424 — mois del’année 1966. Aucun versementn’a 
460,138 237,397 été fait cette année dans le fonds pour le 
See —————— rachat des actions privilégiées, étant don- 
APPLICATION OF FUNDS né que vos administrateurs, en coopéra- 
tion avec le syndicat de garantie de la 
Additions to fixed assets 43,406 93,588 compagnie, ne voyaient pas l’utilité d’un 
Foreign exchange adjustment arising upon realization tel déboursé. Au contraire, ce déboursé 
of inter-company notes and advances _ 3,447 pourrait retarder la reprise des paiements 
Retirement of long-term debt 148,025 148,250 oe pereee ees pai ete pet ere 
es a a dividendes cumulati ; 
191,431 245,285 ) Actuellement, il semble possible de re- 
Increase (decrease) in working capital 268,707 (7,888) css ces paiements avant la fin de 
Working capital (deficiency) as at January 1 447,744 (164,306) 
; ; ‘ ee ar SoS ee Au nom du Conseil d'Administration 
Working capital (deficiency) as at June 30 $ 716,451 ($ 172,194) F.R. Graham, 
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ee PO; BOX 5505-3 ST. BRUNO CHAMBLY® CO. = QUEBEC 


February 25, 1966 


To the Holders of the Preferred and Common Shares: 


In a letter dated November 1, 1965, we regretfully informed 
shareholders that one of our subsidiaries had sustained losses 
estimated at $1,200,000 in the nine months ended September 30, 1965. 


We feel it is our duty now to report that this subsidiary, 
Spancrete Limited, suffered an additional substantial loss in the 
final quarter, almost entirely due to contracts entered into 
earlier in the year. The month-by-month losses during this period, 
however, declined from the extremely high rate of loss revealed 
in September. Concerted action has been taken by your directors 
to correct the situation. 


The losses were due, not to lack of business, but to certain 
internal functions which were inadequate to cope with the 
pressures of expanding volume. 


Parent company personnel have assumed specific administrative 
duties in this operation, pending the appointment of a new 
manager for the Spancrete plant. Furthermore, Price Waterhouse & Co. 
is providing professional assistance with emphasis on the 
introduction of more effective estimating procedures, cost 
accounting practices and production controls. 


One of the first actions of the board was to engage Price 
Waterhouse & Coe to conduct a market appraisal and profitability 
study. The study was encouraging with respect to Spancrete's 
potential in a good and growing market. 
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With the study as a guide, the directors are formulating 
long-range plans to enhance the interests of the shareholders. 
In the meantime, the volume of business has been greatly reduced, 
thereby limiting exposure to losses. This policy, of course, 
adversely affects Spancrete’s ability to cover its fixed and 
overhead costs while costs associated with the reorganization 
now taking place will also influence 1966 earnings. The net 
cash flow from the other divisions of your company, however, 
should be more than adequate to meet this temporary condition. 
This period of reduced activity at Spancrete is being used to 
re-establish a basis for orderly growth. 


Although it is impossible to present precise figures at this 
time, unaudited financial statements for the other divisions 
and subsidiaries indicate that 1965 operations have been profitable 
on an overall basis. The amount of consolidated loss, after 
giving effect to the Spancrete results, will depend upon the 
final audit and, in particular, upon the extent to which Spancrete 
losses can be offset against the otherwise taxable profits of 
the other operations, Audited figures will be presented in the 
annual financial report to shareholders which will be issued 
prior to the annual meeting in April. 


The maintenance of working capital provisions in the trust 
indenture applicable to the company's debentures prevents the 
payment of dividends at this time. It has been necessary, 
therefore, to defer the dividend which normally would have been 
payable March 1, 1966, on the 5% percent preferred shares. 


However, as these dividends are cumulative, the March 1, 1966 
dividend and the December 1, 1965 dividend, which also was 
deferred, as well as the accumulated dividend arrears on the 
6 percent junior preferred shares, remain a claim against future 
earnings of the company. 


The directors have exerted every effort to deal with the 


problem facing the company and are taking further steps to put 
the operation on a sound and profitable basis. 


On behalf of the Board, 


F, Ronald eae 
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